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FLEXIBLE SOLUTIONS INTERNATIONAL, INC. 
Audit Committee Charter 

 
Purpose 
 
The purpose of the Audit Committee (the "Committee") of the Board of Directors (the 
"Board") is to oversee the processes of accounting and financial reporting of Flexible 
Solutions International, Inc., (the "Company") and the audits and financial statements of 
the Company. 
 
Committee Structure 
 
The Committee shall consist of at least two directors. Each member of the Committee:  
 

 shall meet the independence requirements of 10A-3 of the Securities and 
Exchange Commission, 

 must not have participated in the preparation of the financial statements of 
the Company or any current subsidiary of the Company at any time during 
the past three years, and 

 

 must be able to read and understand fundamental financial statements, 
including the Company's balance sheet, income statement, and cash flow 
statement.  

 

At least one member of the Committee must be financially sophisticated, in that he or 
she has past employment experience in finance or accounting, requisite professional 
certification in accounting, or any other comparable experience or background which 
results in the individual's financial sophistication. 
 
The Board may, at any time and in its complete discretion, replace a Committee 
member. 
 
Meetings 
 
The Committee shall meet as often as necessary, but in any case, at least once every 
three months. The Committee shall meet periodically in separate, private sessions with 
management and the independent auditor to discuss anything the Committee or these 
groups believe should be discussed. The Committee may require any Company officer 
or employee or the Company's outside counsel or external auditor to attend a 
Committee meeting or to meet with any members of, or consultants to, the Committee, 
and to provide pertinent information as necessary.  
 
The Committee shall maintain minutes and other relevant documentation of all its 
meetings. 
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Committee Authority and Responsibilities 
 
The Committee shall directly appoint, retain and compensate the Company's 
independent auditor, subject to stockholder approval. The Committee has the sole 
authority to approve all audit engagement fees and terms, as well as all significant non-
audit engagements with the independent auditor. The Committee shall be directly 
responsible for overseeing the work of the independent auditor (including resolution of 
disagreements between management and the independent auditor regarding financial 
reporting) for the purpose of preparing or issuing an audit report or related work, and the 
independent auditor shall report directly to the Committee. 
 
The Committee shall preapprove all auditing and non-auditing services of the 
independent auditor, subject to de minimus exceptions for other than audit, review or 
attest services that are approved by the Committee prior to completion of the audit. 
Alternatively, the engagement of the independent auditor may be entered into pursuant 
to pre-approved policies and procedures established by the Committee, provided that 
the policies and procedures are detailed as to the particular services and the Committee 
is informed of each service. 
 
The Committee shall have the authority to engage, without the approval of the Board, 
independent legal, accounting and other advisors as it deems necessary to carry out its 
duties. The Company shall provide appropriate funding, as determined by the 
Committee, to compensate the independent auditor, outside legal counsel or any other 
advisors employed by the Committee, and to pay ordinary Committee administrative 
expenses that are necessary and appropriate in carrying out its duties. 
 
The Committee shall report regularly to the full Board, including regarding the 
performance of the Company's internal audit function. The Committee shall annually 
evaluate its own effectiveness.  
 
The Committee shall review and reassess the adequacy of this Charter on an annual 
basis and submit proposed changes to the Board for approval. The Committee has the 
powers and responsibilities delineated in this Charter. It is not, however, the 
Committee's responsibility to prepare and certify the Company's financial statements, to 
guaranty the independent auditor's report or to guaranty other disclosures by the 
Company. These are the fundamental responsibilities of management and the 
independent auditor. Committee members are not full-time Company employees and 
are not performing the functions of auditors or accountants. 
 
Oversight of Company's Independent Auditor 
 
The Committee shall assure the regular rotation of the lead audit partner and the review 
audit partner as required by Section 10A(j) of the Exchange Act.  
 
The Committee shall set clear hiring policies for employees or former employees of the 
independent auditor that are consistent with Section 10A(l) of the Exchange Act. 
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The Committee shall review with the appropriate representatives of the independent 
auditor any audit problems or difficulties and management's response. 
 
Disclosure and Financial Statements 
 
The Committee shall review and discuss with management and the independent 
auditor: (1) major issues regarding accounting principles and financial statement 
presentations, including significant changes in the Company's selection or application of 
accounting principles, and major issues as to the adequacy of the Company's internal 
controls and any special audit steps adopted in light of material control deficiencies; (2) 
analyses prepared by management and/or the independent auditor setting forth 
significant financial reporting issues and judgments made in connection with the 
preparation of the financial statements, including analyses of 
the effects of alternative GAAP methods on the financial statements; and (3) the effect 
of regulatory and accounting initiatives, as well as off-balance sheet structures, on the 
Company's financial statements.  
 
The Committee shall review and discuss prior to public dissemination the annual 
audited and quarterly unaudited financial statements with management and the 
independent auditor. The review shall include the Company’s disclosures under the 
Management’s Discussion and Analysis of Financial Condition and Results of 
Operations. Based on the annual review relating to Form 10-K, the Committee shall 
recommend to the board inclusion of the financial statements in the Annual Report on 
Form 10-K. 
 
The Committee shall review disclosure made to the Committee by the CEO and CFO 
during the certification process for the 10-K and 10-Q under Sections 302 and 906 of 
the Sarbanes-Oxley Act. 
 
Discuss with management the type and presentation of information to be included in the 
Company's earnings press releases (paying particular attention to any use of "pro 
forma" or "adjusted" non-GAAP, information), as well as financial information and 
earnings guidance provided to analysts and rating agencies. The discussion may be 
done generally (i.e., discussion of the types of information to be disclosed and the type 
of presentation to be made). 
 
The Committee shall obtain, review and discuss reports from the independent auditor 
regarding: (1) all critical accounting policies and practices to be used; (2) all alternative 
treatments of financial information within generally accepted accounting principles that 
have been discussed with management officials of the Company, ramifications of the 
use of these alternative disclosures and treatments, and the treatment preferred by the 
independent auditor and the reasons for favoring that treatment; and (3) other material 
written communications between the independent auditor and Company management, 
such as any management letter or schedule of 
unadjusted differences. 
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The Committee shall discuss with the independent auditor and then disclose the matters 
required to be discussed and disclosed by SAS 61, including any difficulties the 
independent auditor encountered in the course of the audit work, any restrictions on the 
scope of the independent auditor's activities or on access to requested information, and 
any significant disagreements with management. 
 
Compliance and Regulatory Oversight Responsibilities 
 
The Committee shall establish procedures for the receipt, retention and treatment of 
complaints received by the Company from its employees regarding accounting, internal 
accounting controls and auditing matters, and the confidential, anonymous submission 
by employees of concerns regarding questionable accounting or auditing matters. 
 
The Committee shall ascertain annually from the independent auditor whether the 
Company has issues under Section 10A(b) of the Exchange Act. 
 
The Committee shall review with management and the independent auditor any 
correspondence with regulators and any published reports that raise material issues 
regarding the Company's accounting policies. 
 
 


